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a Prices 


—— confronted with the 
distressing news that his al- 
ready unwieldy Christmas list must 
be expanded to include an electric 
train set for junior—might well 
wonder if the annual Yuletide 
shopping spree doesn’t generate a 
sharp rise in the stocks of com- 



























panies whose products are popular 
as gifts. 

Plausible as such a theory seems, 
the facts apparently don’t bear it 
out. 

A study of the market behavior 
of a group of common stocks of 
corporations whose products are 
popular with Christmas shoppers 
failed to uncover any spectacular 
during the last 
three Decembers, at least. 

In December, 1950, for instance, 
Bulova Watch stock registered a 
price range the difference be- 
tween its high and low—of $3.25 a 
share; a year later the range was 
50 cents a share, and in the final 
month of 1952 it was $3.37. 
Coty. Inc., common _ stock 
showed the following price ranges 
in Decembers of 1950, 1951 and 
1952, respectively: 75 cents, 25 
cents and 62 cents. 


performances 


Decca Records stock fluctuated 
$2 a share between its high and 
low in December of 1950, but the 
following year the range for the 
final month was only 87 cents a 
share and two years later it was but 
30 cents. 

In December, 1950, the price 
range for Eastman Kodak stock 
was $2 a share, but it was only 87 
cents in the final month of the fol- 
lowing year and $1.87 a share in 
the closing 1952 months. 

Lionel Corporation’s December, 
1952, price range was compara- 
tively large at $5.75 a share, but 
a year earlier the range amounted 
to only 75 cents a share and two 
years before it was 87 cents. 

Mojud stock had a price range 
of $1.50 a share in the final month 
of 1950, but the next year the range 
amounted to only 87 cents and in 
December, 1952, it was a mere 50 
cents. 

In December. 1950, Noma Elec- 
tric stock recorded a price fluctua- 
tion of $2.75 a share, but both a 
year and two years later the range 
amounted to only $1.12 a share. 

Sheaffer Pen stock had a narrow 
price range in the final month of 
each of the last three years—$1.12 
a share, $1.75 and $1.50. 
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TELEVISION INDUSTRY 
—An Appraisal 


3y Don G. MitcHELL, Chairman, 
Sylvania Electric Products Inc. 


SUBSTANTIAL portion of the 
A typical conversation among 
businessmen these days is devoted 
to the “minor readjustment,” or 
the “softening,” or whatever other 
terms best describe the levelling 
out of the economic pattern to a 
healthier plane of activity. Coupled 
with these discussions of general 
business are some lively discus- 
sions about the television business, 
because it seems to be going 
through a little adjustment all of 
its own. 


Temporary Condition 


I hasten to say that the two sub- 
jects are entirely separate and dis- 
tinct, and are not related in any 
way. The television industry is 
simply adjusting itself to some con- 
ditions which it brought upon it- 
self, and it will not have any dif- 
ficulty resolving the problem. 

In analyzing this situation, one 
fact stands out above the others: 
for all practical purposes. the tele- 
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vision industry is only six years 
old. Although the industry has 
grown phenomenally and at an un- 
precedented rate during those few 
years, it is nevertheless a young in- 
dustry. Its healthy childhood to the 
contrary, some writers would like 
to have you believe that the robust 
youngster is lapsing into poor 
health, and will be out of circula- 
tion for some time to come. 


Confident of Future 

Interestingly enough, the indus- 
try does not feel that way at all. 
It is slightly indisposed at the mo- 
ment but is extremely confident 
that it will be around for many. 
many years. 

Before we evaluate the young- 
ster’s future, perhaps I should 
point out that our appraisal is 
based on the fact that Sylvania 
not only makes television sets, but 
also is one of the two largest pro- 
ducers of picture tubes, as well as 
various parts and components for 
sets and phosphors and chemicals 
for tubes. 

For this 


reason. we are cCon- 
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stantly studying the wide range of 
factors which influence the entire 
industry, rather than 
only one aspect of it. Looking at 
the industry’s accomplishments to 
date, approximately 28 million tele- 
vision sets have been sold to the 
public, which is a sizable number 
of sets, or any other item of home 
equipment, to sell over six short 
years. Of that number, approxi- 
mately 26 million sets still are in 
use in American homes. 


television 


1961 Outlook 


But this is only half of the story. 

By 1961, we think there will be 
nearly twice as many sets in use- 
about 48 million. Even though 
eight years from now there prob- 
ably will be about 22 million more 
television sets in use than there are 
today, we are not at all sure that 
sales will be reaching a saturation 
point for a number of reasons. The 
entire concept of home television 
installations may be entirely differ- 
ent by that time, and you may well 





find, for example, entire television 
systems in the home, with several 
screens throughout the house. not 
only for entertainment but com- 
munication. 

There are many other reasons 
why television will continue to 
grow. Some of these reasons are 
technical and some are social. 


Satellite Stations 


For one thing, we have barely 
scratched the surface with ultra 
high frequency television, known 
as UHF, which increasingly is 
bringing television to communities 
that are beyond the range of sig- 
nals from VHF (very high fre- 
quency) stations in nearby cities. 
There is every reason to believe that 
virtually every area in the country 
eventually will be in range of a 
television signal. Also, there are 
some places, such as towns situ- 
ated in deep valleys, that cannot 
even receive a UHF signal. Satel- 
lite TV stations, relaying the 
signal from another station. will 


Television picture tubes are tested by application of electronically timed 


voltages on automatic conveyor rack at Sylvania’s Seneca Falls, N. Y. plant. 
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Don G. Mitchell was a prominent sales ex- 
ecutive long before he was 40. Joining 
Sylvania Electric as vice president in 
charge of sales in 1942, when he was 37, 
he was elected president of the company 
four years later. He became chairman of 
the board in 1953. Under his leadership 
Sylvania sales have increased every single 
year since 1946, reaching an all-time high 


of $235 million in 1952. Mr. Mitchell is a director of a number of cor- 
porations, including Irving Trust Co., National Biscuit Co., General 
Time Corp. and Thorn Electrical Industries, Ltd., England. 





bring television to these valley 
dwellers. 

The quality of television pro- 
gramming is receiving a great deal 
of attention these days to assure 
that the programs keep pace with 
the technical advances in broad- 
casting and receiving television. 

Many groups are working on the 
problem of producing more pro- 
grams with a high cultural con- 
tent, more programs that instruct 
as well as amuse, better children’s 
programs and a better balance of 
program types. 


Better Programs 


Sylvania is one of the private 
companies that is participating in 
this broad activity. Just last month, 
for the third straight year, Syl- 
vania Television Awards were pre- 
sented to various individuals and 
organizations for distinguished 
contributions to creative television 
techniques. Human nature being 
what it is, there never will be a 


time when every person will like 
every program. I believe, however, 
there will be a time in the not-too- 
distant future when the general 
level of programs will be pleasing 
to everyone. 
Thus, with technical develop- 
ments that will bring television in- 
to every area in the nation and 
with programming that has a 
broad appeal, the television set 
manufacturing business obviously 
has an enormous potential. 
Looking at the current situation. 
the television set business has ex- 
perienced a change recently, but 
this change was a movement to 
a healthier buyers’ market from 
an abnormal sellers’ market. 


Inventory Situation 


True, some manufacturers have 
cut down television set production 
slightly. Their action, however, 
was taken to bring about a more 
realistic inventory situation, and 
does not reflect any appreciable 
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drop in purchases by the public. 

At the start of 1953, the manu- 
facturers, distributors, and dealers 
had too few sets in stock and, 
therefore, the turnover was not 
normal. By dint of boosting pro- 
duction to record levels, television 
manufacturers corrected this situa- 
tion. Today inventories are ade- 
quate and well balanced, so pro- 





































duction is returning to more nor- 
mal levels. 

I have heard it said in some 
quarters that there are some poten- 
tial buyers of television sets who 
are delaying their purchases until 
color arrives, feeling 
that color sets will soon be avail- 
able. The entire industry has the 
obligation to assure that it con- 


television 


Machine for sealing metal pins into 
radio and television tubes. 





stantly furnishes the consumer with 


all the latest facts concerning the 
status of the development work be- 
ing done on color television. 

It generally is conceded through. 
out the television industry that, 
even by late 1954, there will be 
relatively few color sets available, 
and that the sets initially available 
to the consumer will cost between 
$800 and $1,000. 

Yes, the future possibilities of 
color television are great, but we 
feel that the industry should de- 
scribe the color TV situation to 
those persons who may be delay- 
ing the purchase of a first set or 
the replacement of an obsolete one, 
because they do not have the latest 
facts in their possession. 

Even so, it is not felt that “wait- 
ing for color” or any other factor 
has been a serious deterrent to 
television set sales during 1953. 


New Record in Sight 


We feel that set sales to the pub- 
lic during 1953 will reach an all- 
time record of 6,500,000 sets. And 
for 1954 the industry has its sights 
set on the objective of selling an- 
other 6,500,000 sets. 

If we reach that goal, it means 
that we will have sold in two years 
half as many sets as the total now 
in use in the entire country. 

Certainly there will be ups and 
downs in an industry as young as 
television, but the entire industry 
has every reason to be strongly 
optimistic about the future. 

The possibilities and potentiali- 
ties are truly enormous. 


Porrtro.ios 
FOR CONSUMERS 


FAVORITE Wall Street quip of 
A yesteryear involved the neo- 
phyte investor who talked know- 
ingly about a large block of Gold 
Dust Corporation stock because of 
his complete conviction that “min- 
ing shares are in for a rise!” 

The ancient jest may be feeble, 
but it does serve to illustrate a 
point: 

The sales curves of many lead- 
ing corporations demonstrate that 
millions of American consumers— 
men and women alike—have de- 
veloped complete confidence in a 
particular automobile, cigarette, 
food, radio, television, suit, shoe 
or other product. 


Products and Shares 

Since they buy their favorite 
products again and again, why 
haven’t more consumers entered 
into partnerships with the corpora- 
tions whose products they prefer 
by investing in the common shares 
of such companies? 

Is it possible that many consum- 
ers never associate their favorite 
breakfast food, motor car or other 
pet product with the corporation 
which makes it? 

With the thought that read- 
ers of THE ExcHANGE Magazine 
may be interested in_ relating 





popular products to shares in 
the producing corporations, four 
consumer portfolios are shown 
with this article. Each is tied in di- 
rectly with listed common stocks 
having popular consumer products 
in the fields of motor vehicles, 
food, clothes and entertainment. 

And, with the intention of mak- 
ing each of the portfolios more 
realistic to the investor of mod- 
erate means, each has been so de- 
vised that—on the basis of cash 
payments made in the 12 months 
ended November 30, 1953—it pro- 
duced regular dividend checks of 
at least $25 in every single one 
of those 12 months. 

While all of the 12 common 
stocks cited in the four portfolios 
have paid cash dividends for more 
than a decade the individual issues 
are designated merely to illustrate 
a point—no recommendation to 
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FOOD PORTFOLIO 


Cash Dividend Payments 











1952 1953 
Company Shs. Cost Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. 
Nat. Biscuit.. 50 $1,728 — $25.00 — — $25.00 — — $2.00 — — $25.00 — 
Cal. Packing.. 67 1,77} — — $25.13 — — $25.13 — — $25.13 — — $25.13 
Sun. Biscuits 25 «+1,735 $25.00 — — $25.00 — — $25.00 — — $25.00 — — 





purchase any of them being made 
or implied. 

Any investor who acquired the 
Food Portfolio late in November 
of last year would have received 
a dividend check for $25 in each 
of eight and a dividend check for 
$25.13 in each of four of the fol- 
lowing 12 months. 

The cost of that particular port- 
folio—25 shares of Sunshine Bis- 
cuits, 50 shares of National Biscuit 
and 67 shares of California Pack- 
ing—was $5,234 in the final week 
of 1952. Total divi- 
dend income in the following 12 
months—$300.52—represented a 
return of 5.74 per cent. 


November. 


Clothing Stocks 
From the Clothing Portfolio— 
34 shares of S. H. Kress, 40 shares 
of Federated Department Stores 
and 63 shares of Allied Kid 
(leather for shoes)—would have 


come during the year ended No- 
vember 30, 1953, four dividend 
checks of $25 each, four more for 
$25.20 each and another four 
amounting to $2.50 each. The 12- 
month dividend income of $302.80 
represented a yield of 6.34 per cent 
on the investment of $4,777. 


Auto Group Yields 6.56% 


Four dividend checks of $25 
each and eight of $25.50 each 
would have gone during the year 
ended November 30, 1953, to an 
investor who owned the Automo- 
tive Portfolio shown. The 12- 
month cash dividend income — 
from 17 shares of Chrysler Cor- 
poration, 34 shares of Gould-Na- 
tional Batteries (producer of bat- 
teries for motor cars) and 100 
shares of McQuay-Norris Com- 
pany (engine parts for autos. 
trucks, tractors and airplanes) —of 
$304 equalled 6.56 per cent on the 





CLOTHING PORTFOLIO 


Cash Dividend Payments 














1952 1953 
Company Shs. Cost Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. 
Fed. Dpt. Strs. 40 $1,740 — $25.00 — — $25.00 — — $6.00 — — $25.00 — 
Allied Kid 63 1,280 _ — $25.20 — — $25.20 — — $25.20 — — $25.20 
S. H. Kress 34 «1,757 $2550 — — $2550 — — $25.50 — — $2550 — - 
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AUTOMOTIVE PORTFOLIO 
Cash Dividend Payments 
1952 1953 
_Company Shs. Cost Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. 
McQuay-Norris 100 $1,344 — $25.00 — — $25.00 — — $2500 — — $25.00 — 
Gould-Nt'l. Bat. 34 1,845 — — $25.50 — — $2550 — — $2550 — — $25.50 
Chrysler Corp. 17 1,444 $25.50 — — $2550 — — $25.50 — — $25.50 — a 





total investment in these stocks of 
$4.633. 

The Entertainment Portfolio 
would have produced eight cash 
dividends of $25.20 each and an- 
other four of $25 during the 12 
months ended November of this 
year. Total dividend income of 
$301.60—from 63 shares of Phil- 
co, 84 shares of McCall Corpora- 
tion and 100 shares of Book-of- 
the-Month Club—would have been 
equivalent to a vield of 6.28 per 
cent on the $4,801 invested. 


Combined Yield 


Combined cost of the four port- 
folios, based on late November, 
1952, market prices, was $19,445: 
total dividend income over 12 
months amounted to $1,208.92. 
Thus, the yield was 6.22 per cent. 

The three stocks in each group 
are by no means the only ones 
that could have been selected. 


Among eligible equities which 
might have been included in the 
Food Portfolio are Best Foods, 
John Morrell, Beech-Nut Packing, 
Borden, Life Savers, Quaker Oats, 
H. J. Heinz, Standard Brands and a 
host of others—all with dividend 
longevity records as good as the 
issues shown, or better. 


Other Choices 


The Clothing Portfolio might 
have contained such common 
stocks as Brown Shoe. Burlington 
Mills, Cluett, Peabody, R. H. Macy 
or many others. 

The Automotive Portfolio could 
have included General Motors. Dia- 
mond T. International Harvester. 
Caterpillar or others. 

Eastman Kodak. Loew’s. Colum- 
bia Broadcasting, American News 
or several tobacco company stocks 
might have heen in the Entertain- 
ment Portfolio. 





ENTERTAINMENT PORTFOLIO 


Cash Dividend Payments 











1952 1953 
Company Shs. Cost Dec. Jan. Feb. Mar. Apr May June July Aug. Sept. Oct. Nov. 
Book-of-Mth. 100 $1,094 — $25.00 — — $25.00 — — $25.00 — — $25.50 — 
McCall Corp. 84 1,502 — — $25.20 — — $25.20 — — $25.20 — — $25.20 
Philco Corp. 63 2,295 $25.20 — — $25.20 — — $25.20 — — $25.20 — _ 








Melting Away the 


BILLIONS 


wee proportion of the billions 
of dollars which the nation’s 
largest corporations receive from 
the sales of their products and serv- 
ices finally trickles down to the 
common share owners in the form 
of cash dividends? 

Judging by the accompanying 
tabulation, the that 
salaries and wages, materials and 


answer is 


supplies, other expenses and taxes 
melt away all but a small fraction 
of the total revenues before stock- 
holders are rewarded! 


Five-Year Sales 
The 20 corporations cited in 
the table listed 
prises last vear in respect to rev- 
enues—-had total sales or reve- 
nues of $205.256.950.410 in the 


leading enter- 


five years 1948-1952, inclusive. 
After expenses had been met. 
the Federal tax collectors took 


$12.934.171,646, 


of the gross. 


or 6.3 per cent 


faring 
only slightly better than half as 
well as the Government tax collec- 
received $7,708.051,257 in 


Common share owners - 


tors 
cash dividends during the five-year 
period, or a mere 3.7 per cent of 
the total revenues. 

Of the 20 corporations in the 
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tabulation, 16 paid their common 
share owners cash dividends dur- 
ing the five years which amounted 
to less than 5 per cent of total rev- 
enues for that period. The four 
exceptions were E. I. du Pont de 
Nemours, cent; Ameri- 
& Telegraph, 7.7 
per cent; General Motors. 5.3 per 
cent, and Texas Co., 5.3 per cent. 

One company 


12.8 per 
can Telephone 


Armour — paid 
cash common dividends during the 
years 1948-1952, inclusive. equiva- 
lent to only 4/100ths of 1 per cent 
of that period’s total sales. For 
Safeway Stores, cash common divi- 
dends represented a mere 4/10ths 
of 1 per cent of sales; while 
Swift & Company’s cash common 
only 


amounted _ to 


dividends 














ion 
nly 


6, LOths of 1 per cent of total sales. 

fen of the 20 companies cited 
paid Federal taxes equal to more 
than 5 per cent of gross revenues 
for the five years through 1952. 
The leader in this respect was du 
Pont, with Federal taxes amount- 
ing to 18.2 per cent of total reve- 
nues; followed by General Motors, 
11.3 per cent, and General Electric. 
9.3 per cent. At the other end of 
the seale, Armour’s total Federal 
tax payments for the five years 
represented only 3/10ths of 1 per 
cent of its sales; Safeway Stores’ 
ratio was 0.5 per cent, and Swift 
was ().7 per cent. 

Only three of the 20 enterprises 
paid out a larger amount of money 


in cash common dividends during 
the five years than they paid 
Federal taxes. The three were 
American Telephone & Telegraph. 
Texas Company and Gulf Oil. 

Nine of the 20 corporations — 
Armour, Bethlehem Steel, du Pont, 
General Motors, International Har- 
vester, ee Ward. Safe- 
way Stores, U. . Steel and West- 
inghouse eg —had preferred 
stock outstanding during the years 
1948-1952. 

For such companies, cash divi- 
dend payments on their preferred 
shares lessened the spread between 
the amount of Federal tax pay- 
ments and the amount disbursed 
to share owners in dividends. 





TAXES AND DIVIDENDS — 20 LARGE LISTED COMPANIES 


— 1948 - 1952 — 


Rr iv ers. 
Cash Dividends 

Sales or Federal Income Paid On 
Revenues Tax Payments Common Stock 


General Motors Corp. 
Standard Oil (New Jersey) 
American Tel. & Tel. 


$32,948,401 ,597 
17, 164,097,995 





$3,732,963, 184 
1, 143,000,000 


$1 774,628,625 
833,164,103 


16,458,755,038 1,193, 198,315 1 266,510,542 
U. S. Steel Corp. 14,355,782,996 984,000,000 357,703,656 
Sears, Roebuck 12,611,036,850 647,500,000 301,755,649 
Swift & Co. 11,905,942,417 82,098,608 71,362,463 
Chrysler Corp. 10,990,866,814 507,500,000 282,743,705 
General Electric 10,149,929, 128 952,068,500 391 269,503 
Armour & Co. ........ 10,098,776,830 33,193,279 3,659,138 
Bethlehem Steel Corp. 7,504,044, 103 473,725,000 160,444,614 
Socony-Vacuum Oil Co. 7,009,389, 396 250,965,792 231,511,295 
Standard Oil (Indiana) 6,829, 314,524 271,228,000 211,565,618 
Safeway Stores, Inc. 6,778,351 ,747 34,480,177 25,766,936 
du Pont de Nemours 6,424,347, 191 1,173,480,000 822,704,968 
Texas Co. 6, 333,538,032 217,700,000 337,982,783 
Gulf Oil Corp. 6, 156,653,052 202,435,000 204,214,500 
Montgomery Ward 5,657,597, 174 244,745,000 104,038,048 
Westinghouse Electric 5 631,370,174 360,421,458 123,764,678 
International Harvester 5 278,317,000 278,020,000 122,581,000 
National Dairy Products 4,970 438,352 151,449,333 80,679,433 











TWO OIL COMPANIES JOIN ST 








































Common 


HE NUMBER of petroleum and 
Danas gas companies which 
have shares listed on the New York 
Stock Exchange reached 51 last 
month with the admission to trad- 
ing of Monterey Oil and Cosden 
Petroleum common stocks. 

Monterey Oil Company (ticker 
symbol: MTO) has outstanding 
1.271.795 shares of $l-par value 
common stock. 

Cosden Petroleum Corporation 
(ticker symbol: CPM) has 810,165 
shares of $1-par value common out- 
standing. 

\ producer which hopes to bene- 
fit from the recent Supreme Court 
vesting tidelands _ oil 
rights in the states, rather than the 
National Government, Monterey is 


decision 


engaged in two offshore petroleum 


Exploratory well drilled by Mon- 
terev in southern Lauisiana, 


Shares of MONTEREY and 


exploration projects in California. 

Monterey Oil was formed late 
in 1950 as successor to the Jergins 
Oil Co. chiefly to search for new 
oil and gas properties. It is now 
exploring in South Louisiana, West 
and South Texas and the Rocky 
Mountain area, in addition to Cali- 
fornia. 

In its fiscal year ended August 
31, 1953, Monterey’s production 
amounted to 3,758,701 barrels of 
crude oil and 3,161,977 thousand 
cubic feet of natural gas. Refiners 
and utilities purchase the compa- 
ny’s production, taking delivery at 
pipeline systems in the fields. 

Monterey has crude oil reserves 
of 44,378,000 barrels and gas re- 
serves of 75,177,000 thousand 
cubic feet. 

It is the company’s policy, its 
management announced, to 
employ as much taxable income as 
possible, after meeting dividend 
payments, in exploring for new 


has 


oil and gas production. 

Net earnings increased to $2,- 
001.367, or $1.57 per common 
share. in the latest fiscal year from 
$1,629.081, or $1.28 a share, in 
the 1952 fiscal year. 

Monterey’s 1,525 common stock- 
holders received an initial dividend 
of 20 cents per share on September 
15, 1953. 


ee fee 


IN STOCK EXCHANGE LIST 





EY and COSDEN on “ Big Board” 
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~ meine Cai. 


a hee” 


Cosden Petroleum Corporation 
was founded in 1928 by the late 
Josh Cosden—a West Texas oil 
pioneer. 

When Howard-Glasscock Field 
was discovered in 1926, Mr. Cos- 
den was attracted to the area by 
the realization that gasoline and 
oil products could be shipped 
readily to midwestern markets via 
a nearby transcontinental railroad. 
He built a refinery at Big Spring, 
which processed its first barrel of 
oil in March, 1929. 

Since that time, Cosden—pri- 
marily a refiner of petroleum prod- 
ucts—has grown to a position of 
importance in the oil industry of 
the Southwest. Its Big Spring re- 
finery has a daily capacity of 24.- 
000 barrels of crude, and it proc- 
essed 7,864,482 barrels during the 
fiscal year ended April 30, 1953. 

Cosden’s production of crude is 
comparatively small—totaling only 
653.064 barrels in fiscal 1953— 
but its crude reserves now amount 
to 14.617,891 barrels. 

However, the company processes 
a full line of petroleum products, 
ranging from liquefied petroleum 
gas to asphalt. Only about a quar- 
ter of its gasoline output is mar- 
keted under the brand 
name, the remainder being sold to 
major oil companies. 


Cosden 








—<——————— 


Big Spring. Texas, refinery of 
Cosden Petroleum Corporation. 


Cosden Petroleum has pioneered 
in the field of petrochemistry—or 
the production of various chemi- 
cals from petroleum and its deriva- 
tives. 

The company’s revenues and 
profits reached record highs in its 
latest fiscal year. For the twelve 
months ended April 30, 1953, gross 
revenues increased to $38,627,000 
from $33,966,000 in the previous 
fiscal year; while net income im- 
proved to $2,342,000, or $2.89 a 
common share, from $2,072,000, 
or $2.56 per common share, in fis- 
cal 1952. 

Cosden Petroleum’s 3,000 com- 
mon stockholders have received 
cash dividends of 25 cents a share 
each quarter since 1950. 
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GROWTH STOCKS 
Yield vs. Price Appreciation 


HH” often have you heard some- 
one say, “All this talk about 
‘growth’ stocks leaves me cold; 
the such 
shares brings too small a yield?” 

The table at the bottom of this 
page certainly seems to confirm the 
theory that yields for some of the 
generally acknowledged growth 
stocks are lean. 

On a straight arithmetical basis, 
the average yield for the 10 issues 
shown was only 3.34 per cent at 
the close of the third 1953 quarter. 

That doesn’t appear over-gener- 
ous, in view of the fact that the 
327 common stocks listed on the 
Exchange with cash dividend lon- 


dividend income from 


gevity records running for 20 to 
105 years show an average yield of 
3.9 per cent. 

However, the market price of 
each of the 10 stocks cited has in- 
creased considerably since the end 
of World War II. 

Obviously, no one can guaran- 
tee that the market prices of these 
or of any of them—will 
fare as well in the next eight years 
or im any future period. 

The table does. though, demon- 
strate the fact that—in the recent 
past, at least—the market action 
of some growth stocks has prob- 
ably pretty well overshadowed their 
dividend income. 
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SAMPLED GROWTH STOCKS 
M'kt Price 
Cash Divs. Pd. Apprec'n 
In 12 mos. in 8 years 
Price Ended Per Cent Price ended 
Stock 9/30/53 9/30/53 Yield 9/30/45 9/30/53 
Amerada Petroleum $152 $3.00 2.0 $28!/,* 438%, 
Corning Glass Works 82 2.00 2.4 36l/, 126 
Dow Chemical 343442 0.924 2.6 1052 227 
E. |. du Pont de Nemours. 991/g 3.55 3.6 465/22 113 
B. F. Goodrich 6234 3.10 4.9 228 185 
Lily-Tulip Cup 685, 2.50 3.6 22!/2* 206 
Minn.-Honeywell Reg. 60 2.25 3.8 26544 125 
Monsanto Chemical 82!/, 2.50 3.0 343," 137 
Chas. Pfizer 317%, 1.15 3.6 8343 281 
Union Carbide & Carbon 64%, 2.50 3.9 321/48 110 
a Adjusted for stk. div., splits, etc. 























WHY NOT 
START AN 


Investment 


Club? 


By Raymond Trigger 


( FFICE POOLS are a time-hon- 
) ored institution in the United 
States. Now a new kind of pool is 
fast capturing the imagination and 
surplus savings of the American 
public. Small wonder. For here. 
if one person wins, everyone wins. 
Skill is much more a factor than 
luck. And everyone involved stands 
to profit, at least by experience and 
fun if not by increased capital— 
at small personal risk. These pools 
are called Investment Clubs. 
One of the earliest of such Clubs 
was started in February, 1940. 
when six ambitious young men of 
Detroit got out of college. They de- 
cided to keep the bond of friend- 
ship alive by contributing a few 
dollars each. every month, into a 
fund to be invested in common 
stocks. They had the idea that 
some day the fund—which thev 
called the Mutual Investment Club 
might grow large enough to sup- 


port the founding of a business in 
which they could all be partners. 

Except for the war years, they 
kept it up. And it’s still going 
strong. One man dropped out. 
Several others were accepted. And 
here is what has happened: 

A total of about $17,000 has 
been contributed over the years. 
About $10,000 has been with- 
drawn from the fund. And $44,000 
remains! 

Tom O’Hara, President of the 
Mutual Investment Club, and his 
attractive wife, were at my home 
the other evening. Tom is an ac- 
countant with the Board of Educa- 
tion in Detroit. His story of the 
growth of the investment club 
movement in his area was a fasci- 
nating one. I estimate that there 
are close to 600 investment clubs 
in the country today: more than 
100 of them are in Michigan. and 
the founding of many of the latter 
has been due to the enthusiasm and 
zeal of O'Hara. 

It is impossible to overestimate 
the significance of the phenomenal 
growth of this do-it-yourself move- 
ment applied to investing. Well 
over 50.000 people in the nation 














are already meeting once a month 
to learn about capitalism at work, 
to see for themselves how dollars 
invested in industry produce divi- 
dends. They include people—men 
and women—in all walks of life. 
Often they combine social activi- 
ties with business discussions. 
Some investment clubs are com- 
posed of people engaged in the 
same type of work. The Finest In- 
vestment Club in New York 
after New York’s “Fin- 
est”) is comprised of policemen. 
Patrolman Paul Gross. who start- 
ed the club, told me that the main 
reason for the popularity of the 
movement in the force the 
that careful investment 
would aid the policemen in sup- 


(named 


was 
prospect 


plementing their retirement pen- 
sions. More frivolous is the motive 
behind the forming of the Invest- 
ment Club at Time Magazine: here 
the members, led by Sports Editor 
Kennedy, pooling 
their funds for investment in highly 


Douglas are 


speculative situations. The Johns- 
Manville Club is. of course, made 
up of employes of that firm. The 
WIT Investment Club (an abbrevi- 





ation for Women’s Investment 
Trust) is made up of female em- 
ployes of Detroit Edison. (One 
of the members, proud of their rec- 
ord in selecting securities, insists 
that WIT stands for Women’s In- 
tuition Club!) 

Other clubs are made up of 
people in varied occupations, on 
the theory that each member can 
offer expert advice in his or her 
particular field. The Katahdin 
Investors Club in Maine, for ex- 
ample, consists of professional and 
businessmen, including a lumber- 
jack, a lawyer, an accountant, and 
a doctor—the club’s founder, 
famed Dr. Clyde Swett who serves 
over 7,000 people in the Katahdin 
Valley. These people meet once a 
month in a hunting lodge. 


Dallas Club 

Another physician, Dr. Albert 
I’. Meisenbach, Jr., was instrumen- 
tal in starting a club in Dallas, 
Texas, which also has a highly di- 
versified membership; indeed, this 
club does not permit its members 
to be in the same field, with the 
exception of its two geologists and 
two brokers. In the case of the 
former, one geologist operates in 
the United States while the other’s 
work is almost exclusively foreign. 
One of the brokers deals in com- 
modities and the other in stocks. 
Thus, even in the exceptions to the 
rule, the club has maintained the 
principle of diversification. 

On a smaller scale, but still diver- 
sified, is the Bridge Investors Club, 
composed of a lawyer, an advertis- 
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Dealers’ 





Raymond Trigger was with Standard & 
Poor’s Corp. from 1929 to 1935. Then he 
joined Eliot H. Sharp at the “Investment 
Digest.” Today Mr. Trigger is 
managing editor, and Mr. Sharp is editor 
of this authoritative trade magazine for 
investment dealers and brokers. Recently 
the two started a new magazine, “Investor,” 
which, they say, “is for the great army of 
investors who prefer five-cent words.” 





ing man, two chemists and their 
wives. These four couples had been 
meeting for a couple of years for a 
monthly session of bridge. Last 
year Bob Fisher, the advertising 
man, suggested that each couple 
contribute $25 a month and they 
form an investment club, with the 
discussion of securities to follow 
the card session. 

Some of the clubs like whimsey 
when selecting their names. There’s 
the husband-and-wife club, for ex- 
ample, that’s called the Pair-a- 
Mutual Club. One group fancied 
the name Invest ’n Worry Club. 
another the Moneysunk Club. 
There are the Sadernwiser Associ- 
ates and the Euclyptus (pro- 
nounced You Clipped Us) Associ- 
ates. And there’s the club, started 
with a contribution of $110 from 
each member, called the 110 Club. 

The 110 Club brings up a sub- 
ject worth dwelling on. Some 
groups have gotten together, and 
decided to make an initial deposit, 
per member, of a larger sum than 
the agreed-on monthly contribu- 
tion. One club, for example, had a 
deposit of $1,000 per member at 


the outset, and the total sum was 
immediately invested. This pro- 
cedure vitiates one cardinal prin- 
ciple of investment clubs—Dollar 
Cost Averaging. There is no need 
for describing that investment pro- 
cedure here, as it has been dealt 
with in several previous articles in 
Tue ExcHance. The plan has been 
aptly described as “harnessing the 
fluctuations,” and of course in- 
volves the investment of an equal 
number of dollars periodically. 

It is very doubtful that the av- 
erage club will achieve the aston- 
ishing success record of Mutual 
Investment Club, reported above. 
Part of that record may well have 
been due to luck. Part was due to 
good advice from brokers con- 
sulted as to investments. But a most 
important factor in the successful 
record of most investment clubs. 
over the long pull, is the fact that 
by investing about the same 
amount of money each month they 
are, perforce, Dollar Cost Av- 
eraging. As Professor Benjamin 
Graham put it in his foreword to 
Lucile Tomlinson’s book, “Prac- 
tical Formulas for Successful In- 
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vesting”: “No one has yet discov- 
ered any other formula for invest- 
ing which can be used with so 
much confidence of ultimate suc- 
cess, regardless of what may hap- 
pen to security prices, as Dollar- 
Cost-Averaging.” 

How does a club start? Through 
the initiative of one man who gets 
a group of congenial people to- 
gether. Congeniality is important. 

Should it be incorporated? Some 
say yes; some say no. The great 
majority of clubs are not incor- 
porated. Tax considerations doubt- 
less enter into this decision. 


How Many Members? 


How many people should be in- 
vited? Experience tends to show 
that 15 or 20 is about ideal. 

Where can you get by-laws? For 
sample sets of by-laws used by 
various clubs, write the Federa- 
tion of Investment Clubs, 150 
Broadway. New York 38, N. Y. 

What role can your broker play? 
His help can be vital. Your club 
would be a self-study group. You 
select the investments, and if you 
follow the generally-accepted pat- 
tern. you will be selecting so-called 
“orowth” stocks. Your broker will 
sive you the facts. He will, if you 


wish, give you data on several se- 
curities from which you can make 
a selection. He will, when you in- 
vite him, address your group and 
answer general questions about in- 
vesting. And he will, of course, ex- 
ecute your orders and will be cus- 
todian, since frequently securities 
are purchased in Street names. 


Learn about Capitalism 

The results of the survey con- 
ducted by The Brookings Institu- 
tion for the New York Stock Ex- 
change caused consternation when 
it was revealed that there are only 
about 6,500,000 shareholders in 
the United States. Many great 
minds concerned themselves with 
finding a solution to the problem 
of broadening the base of owner- 
ship in the nation. Now it seems 
that one of the best answers has 
been supplied by the man most in- 
volved in the problem—the small 
investor, himself. He is finding that 
by pooling a_ relatively small 


amount of money with friends and 
co-workers, he can learn about 
capitalism by being a capitalist. 

Investment clubs offer the pos- 
sibility of profit and the certainty 
of education and good fun. Why 
not start one yourself? 
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WHAT DIRECTORS DO 


By I. W. BurnuamM II 


ORE THAN ONCE you've prob- 
M ably heard someone say: 
“Oh, | heard it from a member of 
the board” or “I’m sure the ‘in- 
siders’ sold before the board cut 
the dividend.” 

\s a director of a number of 
corporations, it has always seemed 
to me that such remarks empha- 
size the fact that relatively few peo- 
ple realize what it means to serve 
on a board of directors, or, in fact, 
just what are the functions of a 
director. 

Traditionally, all American cor- 
porations are governed by a board 
of directors. Generally, one of the 
directors is elected chairman of 
the board. The president of the 
company, as well as all other of- 
ficers and employes, are responsi- 
ble to the board; while the board 
itself is elected by shareholders. 


Represent Owners 


Members of the board of direc- 
tors represent the share owners and 
are responsible to them alone. 

Generally, most American cor- 
porations hold directors’ meetings 
once each month, although a few 
meet only quarterly. Many boards 
delegate authority to an executive 
committee, composed of directors, 
to represent the full board in the 
intervals between board meetings. 

\t a typical corporation board 





meeting, the directors will receive 
and study up-to-the-minute finan- 
cial reports, hear a report from the 
president of the company on the 
trend of business since the previ- 
ous meeting and the prospects for 
the future, discuss any problems 
which may have arisen since the 
previous month’s meeting, review 

















plans for the future, approve or re- 
ject proposals advanced by the 
management and_ possibly take 
dividend action. 

Twenty-five years ago and ear- 
lier, directors usually received $20 
gold pieces for attending board 
meetings. At that time, most 
boards consisted largely of man- 
agement and important stockhold- 
ers, with few outside directors. 

Today, most directors receive a 
fee, usually $50 to $100, for each 
meeting attended, although some 
corporations pay annual salaries to 
their board members. For most 
listed corporations, the make-up of 
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the board is now more diverse than 
it was years ago, often including 
management, businessmen from 
various sections of the country 
where the company operates, large 
stockholders, the company’s bank- 
ers and outstanding people to rep- 
resent the public interest. 

Directors of a corporation are 
liable for their own negligence. As 
insiders, they are prohibited from 
making short sales of the stock of 
a corporation they direct. If they 
buy or sell stock of a corporation 
of which they are a director, such 
transactions must be reported to 
the Securities & Exchange Commis- 
sion. A director of a corporation 
who makes a profit by selling stock 
of that corporation which he had 
held for less than six months may 
be sued by the company for such 
profit. 


Glad to Serve 


Because these restrictions force 
directors to live in a gold-fish bowl, 
in effect. some men refuse to serve, 
but most businessmen consider it 
an honor to be on the board of a 
listed corporation. Indeed, some 
directors have served companies at 
considerable personal financial sac- 
rifice. 

On questions of management 
compensation, pension funds, stock 
options, dividend policy, financing 
and investment programs, the opin- 
ion of the board usually is found 
to be invaluable. 

Serving as a director on the 
hoard of a corporation is a broad- 
ening experience in a number of 
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ways—the opportunity to study at 
first-hand the problems of a busi- 
ness other than his own, new asso- 
ciations and new friendships. 

Based upon my own experience 
as a corporation director, it is my 
sincere conviction that most ru- 
mors ascribed to directors either 
emanate from other sources or 
represent a distortion of some- 
thing which a board member ac- 
tually may have said. 


Directors Don’t Tell 


\s a general rule, directors do 

divulge information which 
comes to them by reason of their 
official connection. This is based 
on the theory that they must treat 
as confidential any facts which 
have not been made available to 
all share owners. 

When a corporation’s directors 
meet to consider dividend action, 


not 


the management’s recommenda- 
tions as to the amount which 


should be disbursed to share own- 
ers is not communicated to the in- 
dividuals on the board until the 
meeting starts. 

As a general practice, declara- 
tion of a dividend occurs early in a 
board meeting. 

Moreover, as soon as the divi- 
dend is voted by the board—and 
before the directors leave the meet- 
ing room—the decision in respect 
to dividends is to be reported to 
the press services and to the Stock 
Exchange. 

Such immediate announcement 
is a listing requirement of the 
Exchange. 
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Convertible 
Preferreds 


..+. 4 “CALL” 
ON THE FUTURE 


LTHOUGH preferred stocks are 
AN iiehly regarded by insurance 
companies, banks and other trus- 
tees, the average investor—largely 
concerned with dividend income, 
capital appreciation or both—usu- 
ally is much more interested in 
common shares. 

Yet, convertible preferred stocks 
offer some of the advantages of 
common shares, and at the same 
time afford the investor a greater 
measure of safety because the 
preferred has a prior claim on the 
assets of a corporation and is en- 
titled to dividends before pay- 
ments may be made to the common 
share owners. 


Definite Trend 


There is a definite trend towards 
issuing preferred stocks which are 
convertible—whenever the holder 
so elects—into a specified number 
of common shares. 

\t the present time. 124 of the 
162 listed preferred stocks are con- 
vertible issues. 

The accompanying table shows 
prices, dividend rates. yields and 
conversion ratios—or the number 


of shares of common stock which 
may be obtained in exchange for 
one preferred share—for 20 repre- 
sentative preferred stocks. 

In mid-November four of the 
preferred stocks in the table— 
American Airlines, Clinton Foods, 
Cluett, Peabody second preferred 
and United Airlines—were selling 
at prices substantially above the 
market value of the common shares 
for which they could be exchanged. 

Obviously, the holders of these 
preferred issues would not be in- 
terested in making an exchange un- 
der the circumstances, but they 
might change their minds if the 
common stocks of these companies 
rose sharply. 

Three other issues — Allis- 
Chalmers, Sutherland Paper and 
York Corporation—were selling 
around the middle of last month 
a few points above the market 
value of the common into which 
they are convertible. 


Near Conversion Prices 


The other 13 issues were selling 
within a point or so of conversion 
prices. 

The prudent owner of a con- 
vertible preferred stock will, of 
course, satisfy himself that the cor- 
poration’s earnings, managerial 
skills and prospects are satisfactory 
before swapping the greater safety 
of his preferred stock for the 
greater risks involved in owning 
its common. 

Based on their mid-November 
market prices and cash dividend 
rates, the 20 convertible preferred 
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stocks cited in the table show yields 
ranging from 2.6 to 5.8 per cent. 
Three showed yields of 5 per cent 
or better; 6 yielded 4 to 4.7 per 
cent, and the other 1] showed 
vields of under 4 per cent. 

On the other hand, many of the 
20 common stocks — into which 
the preferreds may be converted at 
any time the investor desires — 
show much more generous yields. 


table, yields range all the way from 
3.9 to 8.9 per cent. 

Eleven of the common stocks 
had yields of 5 per cent or bet- 
ter; while only 9 yielded less than 
that amount. 

The reader should understand, 
of course, that nothing in this ar- 
ticle can be interpreted as a recom- 
mendation to purchase any of the 
issues — either preferred or com- 


For the common issues in the mon—which appear in the table. 





SAMPLED CONVERTIBLE PREFERRED STOCKS 


Preferred Stock Common Stock 





Market Val- 

ue of Com- 

Converti- 12 mon for 

ble into Com- Mos. which | Pfd 

Pfd. Com. mon Div. Share Is 

Price Div. Pct. (No.of Price thru Pct. Exchang- 
Company Nov. 13 Rate Yield —shs.) Nov. 13 Oct. Yield able 
PINE, an co sicciase cedscisineee 93™ $3.25 3.5 2.00 45 $4.00 89 $ 90.00 
American Airlines ; 73% 3.50 4.7 4.76 115%, 0.50 4.3 55.34 
American Cyanamid ''B" ......... 136 3.50 2.6 2.78 49 2.00 4.1 136.22 
Beatrice Foods ..................-. 107% 3.38 3.2 2.67 40% 2.25 5.6 107.47 
Brooklyn Union Gas . same 50% 2.00 3.9 2.00 25% $1.50 5.9 50.75 
ES circ ckivcsvanes denne 6634 2.00 3.0 1.60 43 1.70 4.0 68.80 
Chicago Pneumatic Tool 65 3.00 4.6 1.33 49 4.00 8.2 65.17 
GI FE aici cecnemececenncs 95/4 450 4.7 3.00 27% jJ.10 3.9 83.63 
Cluett, Peabody (2nd pfd.) 86!/2 4.00 46 2.50 31/2 2.00 6.3 78.75 
Commonwealth Ed. ($1.32 pfd.) .. 36%, 1.32 3.6 | 36/2 +180 49 36.50 
Commonwealth Ed. ($1.40 pfd.) 36!/2 1.40 38 | 36/. +180 49 36.50 
Continental Can (2nd pfd.) 129 4.25 3.3 2.30 56/4 2.30 4.1 129.38 
General Mills 121'/2 3.38 82.8 2.00 60% 263 44 120.75 
National Tea . 11342 4.20 3.7 4.00 28% 1.60 5.6 113.50 
Robertshaw-Fulton 24 1.38 5.8 1.25 18 1.50 8.3 22.50 
Safeway Stores 112% 4.50 4.0 3.00 37/2 2.40 6.4 112.50 
Sutherland Paper 112 4.40 3.9 3.50 30%, 1.50 4.9 107.63 
Tung-Sol Electric . 50 2.50 5.0 2.80 17%, = 1.25 7.0 49.70 
United Air Lines . 90%, 450 50 3.15 22% j$|%.50 6.7 70.48 
York Corp. 48!/, 43.85 


2 25 4.6 2.22 19% 1.00 $1 
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Revenues Rise— 


As Taxes Fall 


OWER taxes to raise revenues! 
Big doses of that paradoxical 
prescription have helped assure the 
fiscal health of our north-of-the- 
border neighbor, Canada. 

The Canadian Government last 
spring slashed personal income 
taxes by 11 per cent, corporate 
levies by an average of 9 per cent. 
It also took a whack at some excise 
taxes, notably the super-high levy 
on cigarettes, which was cut from 
27 cents a pack to 23 cents. 

What's the result? 

In mid-November, Government 
revenues were running some $90 
million ahead of a year ago. 

And the lower tax on smokes— 
coupled with price cuts by manu- 
facturers—-had sent sales zooming 
upward to a level about 15 per cent 
ahead of 1952. 

Gain Expected 

Government officials, who had 
gloomily forecast a $17 million 
revenue loss from the cigarette tax 
cut, now are talking happily about 
a gain. 

Such an uprush in revenue 
would be no new experience for 
Canada. 

Karly in 1952, the tax on smokes 
was cut from 30 cents to 27 cents: 
in the next year, cigarette tax 


revenues were $9.4 million higher 
than in the 12-month period before 
the rate slash. 

Similar lessons can be found 
right here at home. 

Back in 1938-1941, for example, 
the capital gains tax law called for 
a minimum holding period of 18 
months. In that period, Federal 
tax collections from capital gains 
were small and in two years - 
1940 and 1941 —capital losses 
actually more than offset capital 


gains. 


1942 Experience 

In late 1942, the holding period 
was cut to six months, 

Just as Canada’s cigarette tax 
cuts were followed by an upswing 
in smoking, the holding period re- 
duction in the United States was 
followed by a big rise in securities 
trading. 

The result: More revenue for 
Uncle Sam. The capital gains levy 
brought in $266 million in 1943, 
$354 million in 1944, 

Federal taxes on securities trans- 
actions are fast strangling the 
goose. : 

A halving of the capital gains 
holding period and a cut in the 
tax rate might bring forth a lot 
more golden eggs. 





How does the 
Stock Exchange 
help investors? 


Please don’t let anyone tell you that the 
Stock Exchange is “like a store.” Who 
ever heard of a store where customers 
buy and sell from each other—but never 
see each other? And the store doesn’t 
set prices, or own any merchandise, just 
supervises the buying and selling? 
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Now you can see where the Stock Ex- 
change gets its name. It’s a market 
where people, often thousands of miles 
apart, exchange stock for cash, or cash 
for stock, through brokers. 

That’s not all. Making it easy for 
people to own shares in America’s great 
corporations is only part of the job. 
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What else? Well, for one thing, the 
New York Stock Exchange sets rigid 
requirements which a corporation must 
meet at the time its shares are admitted 
to this market. Only one corporation in 
170 has met those requirements. Com- 
panies must first show successful man- 
agement, that they are widely owned, 
and have earned at least a million dol- 
lars in the year before admission. 
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So important are the companies which 
do get listed on this Exchange that last 
year they distributed to their share 
owners two-thirds of the nation’s divi- 
dends. 





To help you decide which companies 
meet your investment requirements, 
member firms of the New York Stock 
Exchange have offices in 426 cities 
across the country. 


Members and Member Firms of the 
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